
 

 

WSP Contribution Rates 
 
 

Background 
  

Historically, members of the Washington State Patrol Retirement System 
(WSPRS) contributed 7 percent of pay with the balance provided by 
employers.  In 2001, funding provisions for the plan were modified so 
that members pay one-half the cost of the system or 2 percent, 
whichever is greater, and employers pay the balance.  At the time this 
funding policy changed, contribution rates were at historic lows.  Now, 
projected member contribution rates are increasing and could exceed 
7 percent within several biennia.  For this reason, the Troopers’ 
Association is proposing to return the funding policy to something more 
in line with the historical split.  The proposal is also intended to promote 
contribution rate adequacy and stability by establishing a minimum total 
contribution rate (or rate “floor”) beginning July 1, 2009.  This issue was 
studied by the SCPP in 2004 and additional background material is 
available in the 2004 Interim Issues Projects Report under Tab 18. 

 

Committee Activity 
  

Public Safety Subgroup meetings:   
September 27, 2005 
October 18, 2005 
November 15, 2005 

 
Presentations: 

November 15, 2005 – Executive Committee 
December 13, 2005 – Full Committee 

 
Proposal: 

December 13, 2005 – Full Committee 
 

Recommendation to Legislature 
  

Establish a new cost-allocation formula by which members would pay 
one-third the cost of the plan with a 7 percent cap and employers would 
pay the balance.  A minimum total contribution rate would become 
effective July 1, 2009, equal to 70 percent of the system’s normal cost 
as calculated under the entry age normal cost method.   

 

Staff Contact 
 
 Laura Harper, Senior Research Analyst, Legal 
 360.786.6145; harper.laura@leg.wa.gov 



History of WSPRS Funding Policy

Laura C. Harper
Senior Research Analyst/Legal

Select Committee on Pension Policy
Public Safety Subgroup

September 27, 2005
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What is current policy?

Cost–Sharing Policy
Member contribution rate is ½ cost of 
system or 2 percent, whichever is 
greater.
Employer pays balance.

Funding Method
WSPRS uses “aggregate” funding 
method.
Does not allow for accrual of UAAL 
(unfunded actuarial accrued liability).
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Funding Policy Change

Cost‐Sharing policy changed in 
2001.

From 1948 until 1999, members paid 7 
percent of pay with balance provided 
by employers.
New approach is consistent with the 
cost‐sharing approach in the Plans 2, 
with the exception of the 2 percent 
member minimum.
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Funding Method Change

Funding method also changed in 
2001.

Previous method was “entry age 
normal.”
Former method allowed for accrual of 
UAAL (unfunded actuarial accrued 
liability).  



WSP Member and Employer 
Contribution Rates Historical 1947‐2003 

and Forecast 2005 ‐ 2009
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Status of Plan in 2001

When funding provisions were 
modified, plan was in fully‐funded 
status.

Member contributions = 2 percent.
Employer contributions = 0 percent.  

State’s contribution had been 
suspended since 1999. 
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Role of JCPP in 2001 Changes

1999 legislature directed JCPP to 
study the method for setting 
employer and employee contribution 
rates during 2000 interim and propose 
changes.
2001 JCPP legislation: 

Included funding policy changes.
Also included substantial benefit changes 
for members commissioned on or after 
January 1, 2003, (detailed in 2004 report). 
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2001 Plan Structure

Benefit changes did not result in a 
closed Plan 1 and a new Plan 2.

This was a departure from approach in 
every other Washington retirement 
system.
References to a WSPRS Plan 1 and 2 are 
to distinguish benefits for old hires and 
new hires, but are not formal (statutory) 
distinctions.
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2001 Funding Structure

No WSPRS 2 fund
All contributions go to same fund.
All members are part of same 
experience group.
All members pay same contribution 
rate.

“Plan 2” members add liability to 
plan, but have lower normal cost 
than “Plan 1” members.
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2004‐2005 SCPP Activity

SCPP studied “WSP Rate Stability”
in 2004 interim and proposed 
legislation in 2005.
In‐depth report from last interim 
provides complete study of this 
issue (included in materials). 
SCPP established subgroup in 2005 
interim. 
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Issue Today

Member rates are currently 
projected to surpass 7 percent in 
2009‐2011 biennium.
Possible Bakenhus concern for 
“Plan 1” members who feel they 
have a contractual right to  
historical limit of 7 percent; clearly 
not a concern for “Plan 2”
members.
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Issue Today (continued)

Troopers’ Association wants to 
reformulate the 2001 cost‐sharing 
design:

a member, b employer, with 7 
percent cap on member contributions.

Cost‐sharing would return to 
something more consistent with 
historical split.
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Why are rates increasing?

Due to smoothing, plan is still 
recognizing losses from poor 
investment returns in 2000‐2001.
Plan is open to new entrants.

As new members join, new liabilities 
are recognized very quickly.
In closed plans like LEOFF 1, 
reduction of surplus funds is slower.
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Contribution Rate Stability

“… establish long‐term employer 
contribution rates, which will 
remain a relatively predictable  
proportion of the future state 
budgets.”
Recent system‐wide legislation 
addresses historic volatility with 
smoothing and asset corridor 
measures.
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2004 SCPP Proposal

Member rates at a of total cost of 
system or 7 percent, whichever is 
less, with member contribution 
rate floor of 2 percent.  
Employer pays the balance. 
2 percent floor for member 
contribution rate helps address rate 
adequacy.
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Status of 2005 SCPP Bill

Introduced as HB 1317/SB 5341.
Bill did not move from 
Appropriations and did not receive 
a hearing in Ways and Means.
Is technically still alive for the 2006 
legislative session.
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Estimated Fiscal Impact on Employers  

Total Employer Costs:

2006‐07 $     1.1 million
2007‐09 3.7 million
2006‐31 114.7 million
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Implications of Change

Changing cost‐sharing formula 
would not change liabilities of 
plan.
Would shift ⅙ of cost from 
members to employers.
Changes cost allocation of any 
future benefit improvements:  
members pay a instead of ½.
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Members Impacted

1,057 Active (based on 1/24/05 FN)
997 in WSPRS 1 

Historically did not pay more than 7 
percent.

60 in WSPRS 2
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Next Steps

Recommend that SCPP continue to 
support HB 1317/SB 5341?
Introduce same approach as new 
bill in 2006?
Pursue some other approach to 
cost‐sharing and rate setting?
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_____________________________________________

BILL REQUEST - CODE REVISER'S OFFICE
_____________________________________________

BILL REQ. #: Z-1018.2/06

ATTY/TYPIST: LL:mos

BRIEF DESCRIPTION: Setting contribution rates in the Washington
state patrol retirement system.
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AN ACT Relating to contribution rates in the Washington state

patrol retirement system; amending RCW 41.45.0631; and providing an

effective date.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF WASHINGTON:

Sec. 1.  RCW 41.45.0631 and 2001 c 329 s 11 are each amended to

read as follows:

(1) Beginning July 1, ((2001)) 2006, the required contribution rate

for members of the Washington state patrol retirement system shall be

((two percent or equal to the employer rate adopted under RCW 41.45.060

and 41.45.070 for the Washington state patrol retirement system,

whichever is greater)) 3.01 percent and the required basic employer

contribution rate shall be 6.01 percent.

(2) Beginning July 1, 2007, the required Washington state patrol

retirement system contribution rates shall be adopted under RCW

41.45.060 and 41.45.070, subject to the following funding policies:

(a) The member contribution rate shall be one-third of the total

Washington state patrol retirement system contribution rate or seven

percent, whichever is less, and the employer contribution rate shall be

the balance of the total contribution rate.  This allocation formula



Electronic Transmittal 2 Z-1018.2

shall be applied only after the total Washington state patrol

contribution rate has been determined, and the determination shall

include the application of any minimum total contribution rate that may

be in effect for the Washington state patrol retirement system.

(b) Beginning July 1, 2009, a minimum total contribution rate is

established for the Washington state patrol retirement system.  The

total Washington state patrol retirement system contribution rate as

adopted by the pension funding council and subject to revision by the

legislature may exceed, but shall not drop below, the established

minimum total contribution rate.  The minimum total contribution rate

shall equal the total contribution rate required to fund seventy

percent of the Washington state patrol retirement system's normal cost

as calculated under the entry age normal cost method.  Upon completion

of each biennial actuarial valuation, the state actuary shall review

the appropriateness of this minimum total contribution rate and

recommend to the legislature any adjustments as may be needed.

NEW SECTION.  Sec. 2.  This act takes effect July 1, 2006.
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DRAFT FISCAL NOTE
REQUEST NO.

RESPONDING AGENCY: CODE: DATE: BILL NUMBER:

Office of the State Actuary 35 12/19/05 Z-0885.2/Z-1018.2

SUMMARY OF BILL:

This bill impacts the Washington State Patrol (WSP) Retirement System by changing the contribution rate
setting formula.  This bill sets rates for the 2007 fiscal year at 3.01 percent for members and 6.01 percent
for the employer.  Beginning July 1, 2007, the member contribution rate is one-third of the total cost of the
system or 7 percent, whichever is less, and the employer would then be responsible for the balance.  The
total contribution rate for the system is determined before the cost-sharing formula is applied.  As part of
the total contribution rate determination, a minimum total contribution rate is established beginning July 1,
2009.  This floor is equal to 70 percent of the Washington State Patrol Retirement System's normal cost as
calculated under the entry age normal cost method. 

Effective Date:  July 1, 2006

CURRENT SITUATION:

Currently, the member contribution rate in WSP is set at half the cost of the system or 2 percent, whichever
is greater.  The employer is then responsible for the remaining costs of the system.  Because of the funded
status of the system, member contribution rates were 2 percent in 2001-2005 and there were no employer
contributions during that period.  Beginning July 1, 2005, both the employer and employee contribution
rates were increased to 4.51 percent of pay.

MEMBERS IMPACTED:

All 1,057 active members of this system would be affected by this bill. 

For members impacted by this bill, there would be no increase in benefits, but there would be a decrease in
member contributions.

ASSUMPTIONS:

The one-third member, two-thirds employer split would apply for all years beginning July 1, 2006.  The
member contribution rate is rounded to two decimal places after multiplying the total rate by one-third.  This
rate is then compared to the 7.00 percent maximum to get the final member rate.  The state contribution
rate would then be the difference between the total rate and the member rate.  The minimum total
contribution rate of 70 percent of the entry age normal cost rate is established beginning July 1, 2009.  The
previously described member and employer rate allocation formula is applied only after the calculation of
the minimum total contribution rate.  Here are some illustrative examples:
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• The current total rate of 9.02 percent would be split, with 3.01 percent for the member and 6.01 percent
for the employer, effective July 1, 2006.

• A total rate of 12 percent would result in a member contribution of 4.00 percent and the state
contribution rate would be 8.00 percent.

• A total rate of 25 percent would result in a rounded member contribution of 8.33 percent, which would
be limited to 7.00 percent.  The state contribution rate would be 18.00 percent in this case.  

• If the entry age normal cost rate were 20 percent, the minimum total contribution rate would be 14
percent, and the member and employer allocations would be 4.67 percent and 9.33 percent
respectively.

• With a total rate of 12 percent under the aggregate method and a floor of 70 percent of a 20 percent
entry age normal cost rate, or 14 percent, the floor would apply.  The member contribution would be
4.67 percent and the state contribution rate would be 9.33 percent

• With a total rate of 25 percent under the aggregate method and a floor of 70 percent of a 20 percent
entry age normal cost rate, or 14 percent, the floor would not apply.  The member contribution would be
7.00 percent and the state contribution rate would be 18.00 percent.

• With a total rate of 20 percent under the aggregate method and a floor of 70 percent of a 32 percent
entry age normal cost rate, or 22.4 percent, the floor would apply before applying the one-third, two-
thirds split and the 7 percent member minimum rate.  The member contribution would be 7.00 percent
and the state contribution rate would be 15.40 percent. 

• The projected contribution rates for the current six-year period under the current and proposed
formulas are shown in the following table:

Current Formula Proposed Formula
50.00% 50.00% 33.33% 66.67%

Year Member Employer Member Employer
2005-2006 4.51% 4.51% 4.51% 4.51%
2006-2007 4.51% 4.51% 3.01% 6.01%
2007-2008 6.54% 6.54% 4.36% 8.72%
2008-2009 6.54% 6.54% 4.36% 8.72%
2009-2010 7.73% 7.73% 5.15% 10.31%
2010-2011 7.73% 7.73% 5.15% 10.31%

We did not include any cost impact related to the establishment of a floor contribution rate.  A floor, or
minimum, contribution rate would not be expected to impact rates in the long run.  The short term increase
in rates in years in which the floor applied would be offset by lower rates in future years.  A floor could
actually result in a long-term savings to the extent that investment earnings from the extra contributions due
to the floor are used to reduce future contribution requirements.  We considered but did not include any
cost impact for any issues related to market timing and when the extra contributions from the floor are
invested.

The determination that a floor would result in no additional cost and possibly a savings is based on the
assumption that any reserve or cushion that is built up from a floor is used to reduce future contribution
requirements and not used to provide for benefit increases.  If the extra contributions from a floor are used
for benefit increases, then there would be a cost to having a floor.
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FISCAL IMPACT:

Description:

This proposal would not change the liabilities of the current plan.  On average, it would shift one-sixth of the
total contributions from members to employers.  It would also change the cost allocation of any future
benefit improvements so that the members would only be paying for one-third instead of one-half and the
employer would be responsible for two-thirds of the cost instead of one-half. 

Actuarial Determinations:

The bill will impact the actuarial funding of the system by increasing the present value of benefits payable
under the system and the required actuarial contribution rate as shown below: 

System:  Washington State Patrol      
(Dollars in Millions) Current Increase Total

Actuarial Present Value of Projected Benefits
(The Value of the Total Commitment to All Current Members)

$739 $0 $739

Unfunded Actuarial Accrued Liability
(The Portion of the Plan 1 Liability that is Amortized at 2024)

$0 $0 $0

Unfunded Liability (PBO)
(The Value of the Total Commitment to All Current  Members
Attributable to Past Service)

($100) $0 ($100)

Increase in Contribution Rates: (Effective 7/1/2006)
Employee (1.50%)
Employer State 1.50%

Fiscal Budget Determinations:

As a result of the higher required contribution rate, the increase in funding expenditures is projected to be:

Costs (in Millions): WSP

2006-2007
State:
    General Fund $0.0
    Non-General Fund  1.1
Total State: $1.1
Local Government $0.0
Total Employer $1.1
Total Employee ($1.1)



Costs (in Millions): WSP
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2007-2009
State:
    General Fund $0.2
    Non-General Fund  3.5
Total State: $3.7
Local Government $0.0
Total Employer $3.7
Total Employee ($3.7)

2006-2031
State:
    General Fund $3.3
    Non-General Fund   111.4
Total State: $114.7
Local Government $0.0
Total Employer $114.7
Total Employee ($114.7)
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STATEMENT OF DATA AND ASSUMPTIONS USED IN PREPARING THIS FISCAL NOTE:

The costs presented in this fiscal note are based on our understanding of the bill, as well as generally
accepted actuarial standards of practice including the following:

1. Costs were developed using the same membership data, methods, assets, and assumptions
as those used in preparing the September 30, 2004, actuarial valuation report of the
Washington State Patrol Retirement System. 

2. As with the costs developed in the actuarial valuation, the emerging costs of the system will
vary from those presented in the valuation report of this fiscal note to the extent that actual
experience differs from that projected by the actuarial assumptions.

3. Additional assumptions used to evaluate the cost impact of the bill that were not used or
disclosed in the actuarial valuation report include the following:

4. The analysis of this bill does not consider any other proposed changes to the system.  The combined
effect of several changes to the system could exceed the sum of each proposed change considered
individually.

5. This draft fiscal note is intended for use only during the 2006 Legislative Session.

6. The funding method used for Plan 1 utilizes the Plan 2/3 employer/state rate as the Normal Cost and
amortizes the remaining liability (UAAL) by the year 2024.  Benefit increases to Plan 2/3 will change the
UAAL in Plan 1.  The cost of benefit increases to Plan 1 increases the UAAL.

7. Plan 2/3 utilizes the Aggregate Funding Method.  The cost of Plan 2/3 is spread over the average
working lifetime of the current active Plan 2/3 members.

GLOSSARY OF ACTUARIAL TERMS:

Actuarial Present Value:  The value of an amount or series of amounts payable or receivable at various
times, determined as of a given date by the application of a particular set of Actuarial Assumptions (i.e.
interest rate, rate of salary increases, mortality, etc.)

Projected Benefits:  Pension benefit amounts that are expected to be paid in the future, taking into
account such items as the effect of advancement in age as well as past and anticipated future
compensation and service credits. 

Normal Cost:  Computed differently under different funding methods, the normal cost generally represents
the portion of the cost of projected benefits allocated to the current plan year.  
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Unfunded Actuarial Accrued Liability (UAAL):  The cost of Plan 1 is divided into two pieces:  
• The Normal Cost portion is paid over the working lifetime of the Plan 1 active members.  The remaining

cost is called the UAAL.  
• The UAAL is paid for by employers as a percent of the salaries of all plan 1, 2, and 3 members until the

year 2024.  

Pension Benefit Obligation (PBO):  The portion of the Actuarial Present Value of future benefits
attributable to service credit that has been earned to date (past service).

Unfunded Liability (Unfunded PBO):  The excess, if any, of the Pension Benefit Obligation over
the Valuation Assets.  This is the portion of all benefits earned to date that are not covered by plan
assets.
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